The Problem
Palmer and Company, a banking firm in Hyderabad in the early nineteenth century, has been seriously misread. The 'Palmer Affair' has gone down in history as 'one of the scandals of British Indian history;' the firm was indicted and is known today for 'making illegal usurious loans to the Nizam of Hyderabad'.
1 Although this interpretation was contested at the time in Hyderabad and at the highest levels of the East India Company in both Calcutta and London, conspiracy theories have prevailed but need to be challenged. The the defense of the Nizam's state and made the its external affairs subject to Company control. 2 This 1800 Treaty also stated that the Nizam was an equal partner with the Company in any partition of conquests won by joint military action, a provision disregarded by Governor-General Hastings after the 1818 jointly-achieved victories against the Marathas.
3
During the tumultuous first decades of the nineteenth century, the East India Company dealt with Hyderabad's third and fourth Nizams, Sikander Jah (1803-1829) and Nasiruddaula (1829-1857). 4 These two Nizams were deemed by the East India Company as being less important than their Diwans, or prime ministers, who dealt directly with the British Residents. Munir-ul Mulk was Diwan in name from 1809-1832, but his Peshkar or deputy prime minister, Raja Chandu Lal, actually functioned as Diwan during those years and was then appointed Diwan himself from 1832-1843 (throughout this period, British sources often referred to Chandu Lal as 'the Minister'). The British Residents were numerous, but several stood out: James Kirkpatrick, Henry Russell, Charles Metcalfe, and William Martin. Above the Resident was the Governor-General in Bengal, with Lord Hastings (1813-1823) playing a major role in the Palmer and Company drama. The Governor-General was selected by and responsible to the Court of Directors in Calcutta, and above the Court was the Board of Directors in London.
As the Company established itself, it put in place two Acts that became important in the case of Hyderabad's Palmer and Company. without the express permission of the Governor-General. 5 including leading bankers and most particularly William Palmer. Metcalfe's successor as Resident from 1825-1830, William Martin, took the opposite view, but the political balance had already shifted decisively. It is Metcalfe's view that has had an unfortunately long life in British historiography.
The Hyderabad Contingent, a military unit originally part of the Nizam's forces in Berar, played an important role in changing the political and financial scene. This military unit was turned over by Raja Chandu Lal to the supervision of European officers for 'reform'. It was first called the Russell Brigade after the Resident Henry Russell who was in charge of it, perhaps in his capacity as a noble at the Nizam's court rather than as the Company Resident. Under successive Residents, however, the unit became part of the Company's army, not to be used without the permission of the Resident. Compelled to pay the Contingent but unable to use it as his own, the Nizam unsurprisingly built up his own forces to counter it, and support of military forces took a large part of Hyderabad's revenue. Raja Chandu Lal's brother, Govind Baksh, deputized as governor to Berar in 1806 to replace the rebellious Mohipat Ram (who ceased to be governor in 1804), had engaged to pay this Russell Brigade or cavalry force from the Berar land revenues, but the arrangement failed.
10 When in 1816 the payment of the Contingent had to be guaranteed by the Nizam's government, it was William Palmer's banking firm that advanced the money for the troops to Raja Chandu Lal at the rate of 2 1/2 lakhs a month (250,000 rupees: a lakh is 100,000). The firm was, in return, assigned the revenues of certain districts as security, and it took interest at the rate of 24 or 25 per cent annually, a rate typical of Hyderabad at the time and routinely charged by sahukars. When Charles Metcalfe took over as Resident in 1820, Palmer and Company was the major lender to the Hyderabad government and William Palmer was also a leading figure in local society. also had constituents, investors who placed money at the firm's disposal in return for a fixed annual interest rate of 12 per cent (the maximum permitted to British subjects in British India-many of the constituents were British). 19 The firm expanded rapidly, dealing in hundis (bills of exchange, 'native bills'), Company Bills (the Residency purchased Hyderabad Halle rupees with Sicca rupees used at Company treasuries), and tankhas or peshkush (charges on the revenues of specified districts). By 1812 it was making personal loans to the Diwan Munir-ul Mulk and shortly thereafter government loans to Raja Chandu Lal, the latter being repaid by tankhas drawn on designated revenue districts. The firm first attempted mercantile enterprises but was increasingly drawn into loaning money to the Hyderabad government. 20 The usual interest rate on loans to the government was 2 per cent per month, or 24 per cent per year, a rate justified by the high risk and the inadequate legal system for redress in Hyderabad. 21 Palmer's Gujarati partner, Benkati Das, was already established in Hyderabad as a sahukar or banker. The family was said to be originally from Ahmedabad, Gujarat, moving to Aurangabad and Hyderabad; it was one of some eight or nine leading Gujarati families in Hyderabad (the genealogies I have for them show marital connections in Varanasi, Burhanpur, and other places). Benkati Das was forced from the Aurangabad branch of the firm when it was looted and his father Jagmohan Das died (around the 1790s). He and an older brother moved to Hyderabad's Karwan, the locality dominated by bankers. There are several oral accounts of this time, two of them connecting Benkati Das with the East India Company in either Calcutta or Benares. 22 One story is that he went on to Calcutta and supplied goods to Europeans. When a mutiny took place there in the late eighteenth century, Benkati Das helped some Europeans escape by ship and gave them provisions. 23 He then went to Varanasi where he married Gangabai and brought her to Hyderabad in about 1800. In Hyderabad, he started with nothing, but the mother of the British political agent, Sir William Rumbold, identified him as the man who had saved her life in Calcutta and renewed their acquaintance. 24 It is Benkati Das's descendants who represent this famous firm in Hyderabad today. His descendants preserve not only an original partnership agreement with Benkati Das' signature in Gujarati script but also hold William Palmer's silver sugar bowl and creamer, with Palmer's name and the 21 Wood, 'Vassal State', repeatedly cites contemporary British sources to establish that this was the usual rate at that time in Hyderabad: 141-143, 165, 339, 342.
Palmer and Company of Hyderabad
22 See note 15, above, where Company officials in Benares recommended him to Resident Kirkpatrick in Hyderabad. 23 Sirajuddaula's capture of Calcutta in 1756 is too early for this story; perhaps a more minor event is the basis of this 'memory'. 24 Raja Vallabh Das gave the name of Jagmohan Das's grandfather as Govardhan Das. He also told of the family's origin in Ahmedabad: 'we came down with the daughter of King Karan Videla, in the time of Alauddin Khilji [1296-1316]; she hid in the Ajanta caves and we stayed away in Devgiri, and therefore we ended up in Aurangabad'. Raja Vallabh Das, interview, 29 August 1983. On 7 January 2008, descendant and head of the family, Krishna Kumar, gave a variation when interviewed in Hyderabad by the author and Alka Patel: Jagmohan Das was subahdar or collector of Aurangabad and knew about the Tipu Sultan attack, so his son Benkati Das ran away to Calcutta; Kumar dated the troubles in Calcutta to 1785 and said that Benkati Das, later, was walking in the bazaar in Hyderabad when seen by an English lady whose life he had saved in Calcutta. William Rumbold's having come to Hyderabad only in 1815 is a problem for the version above in the text (but perhaps it was his brother George, in Hyderabad earlier). date 1817. The sugar bowl and creamer are kept in the family's puja room. 25 As the 'Old Concern' became the 'New Concern' from 1814-1815, 26 William Palmer sought an exemption for his firm from the provisions of the Act of 1797 forbidding loans to Indian princes. He needed this exemption from the Governor-General (provided for in the Act) because Sir William Rumbold, a British subject, had moved to Hyderabad and became a partner in 1815.
27 Governor-General Hastings sought the advice of the Advocate-General and granted the exemption in 1816.
28 Rumbold, married to a ward of GovernorGeneral Hastings, certainly proved to be an asset to the firm. The Advocate-General in 1816 also opined that the usury limitations of the 1773 Act (12 per cent) appeared to 'be confined to our own [ 43 Metcalfe requested that Chandu Lal bring him regular accounts of the state's expenditures and inventories of all the lands, and he asked that allowances to servants at the Residency be stopped and also that the gifts of fruits that had regularly been sent be stopped. He also insisted that the Minister Chandu Lal visit him, whereas previously Russell had always visited the Minister. 59 reflects great ignorance of Hyderabadi culture and politics. She terms Raja Chandu Lal a Kayasth and refers to his 'low birth;' he was in fact a Khatri, and both Khatris and Kayasths are highly-ranked Hindu castes. Far worse, she states that after 1820 Palmer and Company 'continued to function in subterranean fashion under the various names of Kishan Das, Pestonji, and Puran Mull'. 60 These are entirely different banking firms, of Gujarati, Parsi, and Marwari backgrounds respectively, and to confuse Hyderabad's major banking firms to this extent is inexcusable. 61 Yazdani's British professors, L. F. Rushbrook Williams and K. A. Ballhatchet, endorsed her interpretations in the foreword and preface respectively.
Yazdani viewed the activities of Palmer and Company as 'disastrous both for the firm and for Hyderabad' and referred to the 'sinister commercial and banking growth' of the firm and its 'sordid' activities. 62 disorders in Hyderabad 'to imbibe all the attributes of the Indian saukari [sahukari] system;' such attributes were, to her, undefined but clearly negative. 63 Never mentioning that Palmer was Eurasian, not a British subject, and operating in a princely state, Yazdani thought that William Palmer should have been subject to the 1773 and 1797 laws. 64 Stating that the firm demonstrated 'the power of private trade interests in opposition to the responsibility of the British, as supreme rulers, to promote the welfare of the Princely States', she believed that it was absolutely vital for the interest of the nineteenth-century Indian rulers as well as the ruled that peace should be preserved and the extortion and oppression by their native governments should be put to an end. . .more direct interference in the states' internal affairs had become absolutely vital as the only possible alternative to the assumption of their territories by the British. . . . 65 Yazdani wrote, about Indian officers, on whom European officers 'had to depend' to carry out reforms: 'the Indian officers. . .in the majority of cases were corrupt and condemned criminals and therefore not only were they uncooperative but they also obstructed the reforms'.
66
Most recently and regrettably, Nile Green and Anthony Webster, both fine historians when working with their primary sources, have been misled by the secondary sources that are readily available on Palmer 70 Referring to the firm's 'unhealthily close relationship' with Raja Chandu Lal and its 'excessively usurious transactions', he states that by 1819 its loans to the Nizam at an annual interest rate of 25 per cent 'clearly flouted the strict guidance from Bengal and London that Europeans should not be allowed to lend to local rulers at usurious rates'. Yet elsewhere, like most other writers, Webster acknowledges that the interest rate was normal for Hyderabad at the time. with descendants of bankers in Hyderabad. 74 Wood saw events through the eyes of Charles Metcalfe and his supporters, writing of the Hyderabad nobles that 'they regarded one another with great suspicion, jealousy and fear. And their fears were, more often than not, fed by mutual ignorance, partial knowledge and stereotyped opinions'. Also, commenting on 'the lawlessness of the times', Wood remarked that 'those native bankers, the sahukars, who ventured to establish themselves in the Nizam's capital, would set up business almost within the shadow of the new Residency's walls'. 75 Certainly some sahukars moved to that area in the early decades of the nineteenth century, but banking firms had long been established in Karwan, Begum Bazar, and Chaderghat in the old city. the Deccan. . .And how were they thanked? . . .The two governments came to an agreement to strip them bare of their assets. . .What they have in undiminished quantity and quality is their honour-the respect of whites as well as of natives will follow them to the grave. 84 Palmer and Company was indisputably one of the major banking firms upon which the Nizam's government relied in the early nineteenth century, and it fits easily into the history of banking firms in Hyderabad as quite unexceptional in its functions. Was it exceptional because of its Gujarati partner, because of the combination of Eurasian and Indian partners? Palmer and Company was not the only banking firm linking Europeans or Eurasians with Gujarati and other indigenous bankers in the early and mid nineteenth century. The Englishman Henry Dighton and Benkati Das's sister's son Kishen Das were partners for a brief period, and Kishen Das's brother Hari Das was for some time in charge of Palmer's collection of revenues for the Hyderabad government. 85 Palmer repeatedly joined with other sahukars in Hyderabad in various endeavours. In 1814 he and other sahukars together purchased a large rough diamond in the Hyderabad market, and in 1817 Palmer was asked by the Resident Henry Russell to mediate a dispute between Chandu Lal and a representative in Hyderabad of a Banaras banking firm. 86 Other Europeans were involved in banking firms in India: William Rumbold corresponded in 1815 with 'the head of the most distinguished Portuguese business house in Madras', 87 and in the 1840s, the South Indian banker Ramaswamy started banking in the Secunderabad Cantonment with a French partner. 88 But it was the British whose rising power led them to 'redefine' laws and treaties and interfere in Hyderabad's internal politics. Henry Dighton twice tried to put together a coalition of local sahukars to save the Nizam from the impending cession of Berar to the British, in 1847 and 1851. The Resident blocked these efforts, as directed by Governor-General Dalhousie, who viewed Dighton's employment by the Nizam as violating the Treaty of 1798 and who invoked the Act of Parliament forbidding British subjects to lend money to native princes. Then-Resident Hastings Fraser observed that Dalhousie's consent to this local Hyderabad Syndicate loan was probably not necessary, but he followed directions. 89 Palmer's relations with his own partners and constituents and other Hyderabad banking firms remained excellent, as details scattered throughout Peter Wood's thesis (and elsewhere) testify. Immediately after the 1824 bankruptcy, the firm's trustees expressed their continuing confidence in William Palmer by voting him and his brother Hastings a monthly allowance of 500 rupees, to the surprise and displeasure of Resident Metcalfe. 90 After 1824, indeed, even the English constituents of the bank who had lost heavily lobbied in support of Palmer. 91 Some 500 Europeans, mostly Britishers in government service, were listed as constituents, but there were also local Indian sahukar creditors.
92 Over-extending his own bank to make the 60 lakh loan, Palmer had borrowed from other sahukars at very high rates, and it was these local sahukars whom Palmer reimbursed first at the time of his bankruptcy. Palmer and Rumbold tried hard to pay back their creditors, in 1832 enlisting other Hyderabad sahukars to buy-out the interests of the bank's original creditors at a rate of about 20 per cent of the outstanding balances. After Rumbold's death in 1833, Palmer continued to try to recover the amounts owed to his firm, submitting claims for arbitration to a special court established by Chandu Lal, to panchayats or councils of bankers, and to successive Residents and Governors-General. Gradually most of the individual debts to the firm were settled, including that of the Diwan, Munirul Mulk, whose heirs reached an agreement with Palmer in 1832 and whose debt was finally settled by the Nizam himself in 1836. 97 Immediately after the successful blackening of the firm's name by the lengthy British investigation instigated by Metcalfe and the firm's bankruptcy in 1824, the Nizam rewarded Palmer for opposing a plan for internal administration of the state by British officers by sending two of William Palmer's sons to school in England. He is said to have awarded Palmer an allowance or pension of 2,000 rupees a month. Palmer died in 1867, aged 87 and a pensioner of the Nizam. 98 However, the Palmer banking firm was never repaid by the Hyderabad government (like many others), and assertedly it was still due 250,000 pounds, not including interest, in the 1930s. 
Conclusion
The most negative British view of 'the notorious Palmer affair', the 'scandal', has continued to be the dominant narrative. Clearly the financial resources, high social visibility, and political status of the Palmer firm, along with the fact of the Palmers' origins, which attracted official British attention and lasting hostility. Yet many other local bankers had great political power at that time; it was quite normal. It was also not unusual for banking firms who gave loans to sovereigns to go out of business, because of the high costs
